
1,912
700

2,181

226

5.761
(54)

1,035
(844)
(198)

4,889

1,207

(l,42A)

10,000
(186)

(1.4SOt

(3)
$17,756

(3S8)
(J49)

473

(813)

(679)

(6,928)

1.352

6.431
(52)
916

S 3,5S1
--

1m ltD
~) -

(171)
(306)

(3.831)

(822)

(2.939)
(300)

11.978
(lOS)

2.096

16.288

2,654

257
(756)

9,711

2,051

6,316
(21)
610

(5,144) 2.601

(4.0)

(610)

(2,837)
(390)

(J75) (31'l
S2,04 SlS,662

$(",.660) S(5.289) $(3.726) S(5,269)

(16)
(80)

332

(740)

(780)

(266)

(773)

23"!
(117)

3.188

1,196

--ill
S2,757

SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(i. thousaods)

nr. ....tU
UdeI

Deftdfr 31.
~

The ICCOIftpInyina noccs are In incel'al pert of these consolidated ItllemenlS.
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CASH FLOWS FROM OPERATING ACrlVmES:
Net income (loss) ..•••................... S 452
Adjustments to reconc:iJe aet income (loss) to

net cash flows from operating activities-
An1oniT.ation of procram cont~et costs and

net rea:izable value adjustments .
Depreciation and Imonization of property

;;ad equipment ...•......... " .
Amor1ization of acquired intantible broad-

casting assets and other assets .•. ".....
Realization of defcrnd gain ".. "•••......
Amortization of debt discount ......•.....
Gain on ilfe insurance proa:eds .
Gain on purchase of warrants ,.

Changes in usets and liabilities, net of effects
of acquisitions and disposicions·
(Increase) decrease in accounts receivable.

net .................•.. _•.....• _...•..
(Increase) decrease in refundable income

taxes ..... _••.••••.••..••..•.•• _. _•.•
(Increase) decreese in prepaid expcnaes and

other current asselS •••••••••••••••••••
(Increa~)decn::ase in deferred tax ISSCt ..
(Increase) decrease in other IiselS and ac­

quired inlanllble bmadcastillllllets ...
IncrelSC (decrease) in accounts payable and

accrued liabilities .•••..•.••...•.••....
Increase in special bonuses to be paid to a-

ecutive officers ••••• _•••.• _•.••••••..•
(Decrease) increase in iacome wea payable
Decrease in deferred taxes payable .••..•.
Net effect of cbanIC in deferred barter rev-

enues Ind change ia defcncd barter COIlS

Net cash ftaws fl"DlTl opcraIinladiYides ..
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The accompaayiac notes Irc an inlearll part of tbese colWOlidalCd IIlICmCnts.

S S,6CM SI37 m $7.357 S ",,592

S 362 S 49 S 81 S 535

4,~9

(1,730) (.26) (194) (9S)

(10) (6S3) (109) (699) (123)
231 109 184 15 102

(SS.oool
- - 1,OlS- --

-.161 (51.21.) (1.OS1) ~ ~

(2,894)
1h1ID
~

Income , .

CASH AND CASH EOtnVALENTS, bcginniog of
period .•. •.• ..••......•.. ~

CASH AND CASH EOUIVALENTS, end of pe.
riod ....... _........................ ....... $3,763 S 1,380 S 1.823 $1,123 S 1,lIS

SUPPLEMENTAL DlSa..osURE OF CASH
PAID FOR:
Intere~' ...•.••••..•..••......•.••...•.•....

NET CASH FLOWS FROM OPERATING AC-
TJVtnES S2,7S7 S 2,424 SI5.662 S3.5S1 S17,7S6

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of propeny and equipment, net 0(

disposals and capital lease obJisatioos assumed
Loam to offi<:cn .nd affiliates, net of n<lncash

item of S1,496 in 1991 .
Repaymcts of Joans to officers and affiliates ..
Acquisition of WPGH. Inc. . ...•....•........
Proceeds from life insurance benefits .

Net cash flows from investing activities ....•

CASH FLOWS FROM FINANCING AC11VITIES:
Proceeds from nora payabte and commercial

benk financin,. net of lIoncash items of $15.006
and $3,061 in 1990 Ind 1991. respectively ..•.

Iuuance or warrants ....•......•..........•.
Purchase of wlnants .
RepaymctlllS of notes payable. cornmcrc:ial bank

financinl and capital luses ...•............
Payments Oil pmsnm ccntractlii payable .

Net cash Rows from financing aetiviIies .
Net inaease (dectease) in cash and cash equiv.

Blents .• , ••.•••••....•.•...••.•..•.•.••.

SlNCLAlR BROADCAST GROUP, INC. AND SUBSmlAlUES

CONSOUDATl:D STATDfEm'S OF CASH FLOWS
(In thousands)

ThnI NCIlICb
r.w v...~ !II M.........

DfteaIler 3J. --,.;:;.;DIc:=;:_=.~t;;..;r3~1.~ ---:==J_..-......;J!,~~
1M 1'" IS I"Z 1ft)

cu........ -

lao



SINClAIR BROADCAST GROUP. INC. AND SVBSIDIAJUES

1CO"JD TO CONSOUDATED FlNMiCIAL STATEMENTS

DECEMBER 11, l~t 1991 AND 1992, JUl"E 3Cl, 1m (UNAUDITED) MID 1993

J. SUMMARY OF SIGNlFlCA~'TACCOUNTING POLICIES:

BaSIS of Pl'f!senuuion

The accompanyiDc amsoJidatcd financial statements, prepared on the Icaual basil of aceountina.
include the uCICOUnts of Sinclair BrOladcast Group. Inc. (SOO), Commen:::iaJ Radio Institute, Inc. (CIU).
Chesapeake Televis;OIl, Inc. (WBFF), WPGH. roc. (WPGH) and WTTE Channel~ Inc. (\Vil'E) and
aU other subsidiaries. Through Augusl1993, CRl was a wholly-owned subsidiary of SSG. and WBFF.
WPGH lind ",,.rE are wholly·owned subsidiaries of CR!. In September 1993, au was merged into
SBG.

On September 30, 1990, SBG issued notes payable to former SBG majority O'Wncrl in the agre­
gate amOunl of $1.,215,000 in considtratior, of stock redemplions. Through the notes, tbe former
majority owners have subordinated security interests in aI of the assets of the Companies. The nota
include stated interest ralCS of 8.7S~, altoougll the effccti"e intCl'csl rase apprOltimates 9.4~, and are
pcrsomtlly guarantced by the current stockholders of SBO. As of December 31, 1991 and 1m. sao
had prt.pald approximately ${)89.000 and $469,000 of the related interesl. The: .xes are due May 31,
2005. The stock redemption was lOOOlJnted for under the "push-down" method of accountin&. as
substantially all or the common stock or SBG became owned by • manaeement control group lbrouah
the above-des~ribed rede.mp4ioa of approximately 73~ of SBG's common Ilock aDd the transaction
desaibed below. The purchase price was allocated based upon the fair value of the lSSeil and liabili­
ties of the Qlmpany .and resulted ia additional recorded acquired latanliblc broadc:astinl assets of
S13.159.000.

The~ iiaanciaJ Sa.!clDCnlS reflec:l the mulls of operations of SSG ad IUbsHtiariu
sin« the redempioll ~tcof September JO. 1990. rdlcctial a new basis of lCiCOWltLnI u a res~lt o~ tbe
application of ··pusb-dowft.. accounting_ Information prior 10 September 30. 1990. ~present the filUlll­
ciaJ res..lrs of the •'predecessor" ofsao and subsidiaries. The compames meAtiorJed above. as well u
the pteoecessor. wbictl ate collectively referred to hereafter as uthe Compeny or eompaales", own
and operate television ItaliaGs i1l Baftimore. Ma.ryland; Pittsburgh, Pennsylvanil, and CohambUl, Ohio.

P,;1IC;pI~S ofCon fDlibtiDn

An significant inten:ompaft)' transactions and acwunl balances have been eliminated in COftsou.
daaion.

C4sh and Ctuh EquA""""

Cash and ash CqUiY*Dts consis. d cash ad OY'Craigbt imlcscments lit I commerQal ......

PfogranrnUlw

The CompinCs haw .reemaall with distributors tor the riPts to television pq,raaunina ova
contract periods wbich pneratly run from one to seven years. CoDirect pa)'1DC&tl arc mIdc ill DIID­
menrs over Icons da•• are aeneralJy shorter thin the coatnIC:t period. Each conrr8U ill'CCXII'ded II I
liability when the licenac period bqins and the program is lVIiIlWe for icslnt IbowiJII.The podiaa
of the program contnc:1S peyabSc due within one yur iI rc.fteeted u a cunnt liabilily ill the IIICCCID­
panying consolidated financial ItltemeAb.

The fiCh,s '0 proarMllRltenm are retlected in the .c:compuyina ~idatecl bllancz shccm It
the ~r of unamoniud CDSt or c:Slimated Ret rea.JiuWe vatue. Satimated MIl realizable v.... are
baed upon mana.emcnt's expectation of future ad\JUtisia, revalues to be .-rated by the proana
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material. Amortization of program roDlJAd costs is g,nera!Jy computed under either the straiaht-linc
method based on license period or based on usagc, whichever yields the Jl'C8lCr amortization for each
program. Program contJ'let COSts to be amortized in the sueceedinc year are cJassified IS current
assets.

Arnonization expense and net rulizable valuc adjustments were $1.196.000, $91711.000 and
$16.288.000 for the three months ended December 31, 1990, and the years ended December 31. 1991
and 1992. respectively, and S5.084,OOO and S..888.000 for the six months ended lane 30. 1992 and
1993. respectively. Due 10 prognmming commitments entered into in 1992. certain propam contracts
acqui.ed in connection with the WPGH acquisit:on were subsequently cSetemained to have so val'oIe to
the Companies. Ap~roximately S3,OOO,OOO of charges were included in amortization of program c0n­

tract costs and net realizab~ value adjustments during 1992 related to these contracts.

WBFF. WIlE and WPOH are affiliated with the Folt Broadcasting Company (Fox). Under the
affiliation agreements Ilnd subsequc:'lt renewals, WBFF. W1TE and WPGH are committed to make
available certain lime periods for Fox programming through October IS. 1998, in achange for adver­
tising air time and ocher defined compensatIon. Net revenv.cs related to these affiliation acreemcnts
were approximately $1,411,000, $6,348,000. SlO,698,~ S4.45O.000 and $6,032.000, respcctiYely. dur­
ing lbe three months ended December 31, 1990, ttle yea.s ended Oc<xmber 31, 1991 and 1992, and
during the six months ended June 30, 1992 and 1993.

BarurA~ment.S

1bc Companies broadcast cereain customers' advenisina in cuban. far eq~nt,men:b1Ddile
lnd seMCCS. The estimated fair va'uc of the equipment. merc::bandiac or services to be received is
recorded as deferred barter costs and the corresponding otlliption to broadcu1acMrtising is reoorded
as dderred barter revenues. 'The defc:rnd barter costs are expensed or eapUliad .. tbey Ire used.
consumed or received. Deferred bancr revenues are recagnized u the related adYatiIin& is &ired.

Certain program contracts provide foc the excba. of advertiI:in& air time in lieu of cub pay­
ments for the rigllis ro such programmiBc. These contf1ldS are recorded U tk proaruns are aired •
tbe estimated fair value of the .dvertisiaa air ti.e 8iven in excJwt&e for the ptOII'lID n,hlL

OIMr Assets

Other assets pnmanly relale to tlte S6.000~OOO term notc, pRplid DODClCIDpCte~ lAd
dcfclTed 6aancina costs (atc Note 11).

Acqui~d ht,.rwa1k~~t

Acquired ineanaible broadcutinl assets arc bems amortized OYer periodl of 3 to 40 years. These
amounts rcsul! from ehe acq\lisitioft of minority interestl in 1986 and the stock redemptions in 1981 lAd
1990 (sec Note 11), as well., the KQuisition of WPOH (see Note 13). '!be weiahtcd avcnF life of the
rc'ated assets which incJude FOdwiIl and the WPGH FCC licente, decayift& adYertisina bue, Fox
affiliation apcement aoci other int_llIllIe assets is appro:xm1atety 9 years.

llltennr F"1AIIIIt:iG1 S'....mts

The consolidated finucial statements for the six months ended June 38. 1992 arc unauditecl. but in
the opinioa 01 maaaacmau. such financ:ial sutements hIVe been prcacnled on tile same buia II the
au<ited financial statemen1l and mc'ude aU adjustments. consistiDc oaly oIaormal l'eC\lni.. adjust­
meats necc:sW")' for I fair presen'ltion of the financial posirioo aDd TCSIIIts 01 operatioDs for thai
period.

102
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Property and equipment consists of the following as of December 31. 1991 and 1992 and June 30.
1993 (in thousands):

1. PROPERTY AND EQUIPMENT:

Property ud equipment Ire stated at cost, less accumulated depreciation. Depreciation is com-
pu ted under t:"e slrlilht-line metnod CJIIe1 tne following estimated usefw Jives:

Buildings and improvements .........•....... 10 - 3S ~ears

Station equipment 5 - 10 years
Office furniture and equipment. •. . . . .•. . .. 5 - 10 yufS
Leasehold improvements 10 - 31 years
AutomoriYe equipment :3 - S years
Properly and equipment under capital lease Shorter c:t 10 ~an

or the lease tenn

Decta_31, ..."l'99l !!!! 1913

$ 518 S 578 $ 518
~993 2.993 2,993
2.128 2,139 2.164
8,173 8.45.5 8.329
1.422 1.soo 1.608

311 30'7 307

7.631 7IJ72 7,6n
23.236 23.644 n.651

1,284 9,918 11.099
SlS.9S2 $13,726 SI2.SS2

Less-Accumula1ed depredation and lID-

OTtization •.......•.........•..... , ..

Land and improvements .......•........
Buildiogs and improvements ...••.......
Leasehold improvements •.....••...•.••
Station equipmcJU •........•..••.....•.
Office furniture and equipment .•........
Autor.lotive equipment .•.......•......•
Property, equipment and aulOS under capi-

tid leases ....••..•..•.............••

J. NOTES PAYABLE AND COMMEJlClAL BANK J'INANClNG:

In order to obtain tbe necessary banana to pqn:hue WPOH. ClU refiMnced its previouIly
existing $25.000,000 term note on Aupst 30. 1991. The resu1tia& $95.000.000 secured debt Iadlity
consists of $80.000.000 ill term loans with annual reductions mequJ quarterly iutallmeDel whick
begin on September 30, 1992. The SSO,ooo,ooo term Ion COMisaa of two tnDCbeI which are paJabIe
over 73 to 76 months aDd iDc1udes I SS7.000.000iDlercst rate hed&iD1 provisiDIl. De IeIldcrs have also
made available a $15,000.(0) senior~ revolving line of Cftdit. A portioD of this fac:ility was
restricted in use to service cenain obliptioos to previous m\nority 1&IOCk:boIde1'l U descrkd in
Note 11. As discussed in Note 14. additional restrictions have been applied aubscqucDt to JUDe 30.
1993.

CRJ hIlS the option to elect interest t&lleS alDOll, various bale rates plus cenaiA percent... O¥CI
the base nue. whicb ftlCtUlte dependinc upon opcratinC cuh 8owa. Tbe qRaMDt iIIIpoLIcs variouI
fCStrictions and covenan. on ae Companies iadudina certain rcatrictiou • to dilpoUioas aad pur­
chases of assets, di:lpo5itions aid purchases of businesses. additioul ilukbtedness. guanntea 0(
indebtedness, deC~tioDCJf dividends. issuance or redemptions of commoD 1tOCt. adclilioMi IoaMIG
affiliates and the .aintcnlRCe of c::en•• Mancial ratiol and c:uh low Je4lUircmenlL AD avahbitity fee
oI1~ per annum Oft any unborrO'lt"Cd committed &mOU1lt is pa)'lbie ep.aaftCrly. Addicioully•• pM­
paymcnc fee exists within the fint 36 mClIllU for arty pcmIlDCat RGUClioa ia the taIIl CCIDIIIitmeDI.

For the rcwlver portion of the secured debt &auty. Ive,. borrowiIIp ad tb h'afat boncJw.
in.. outaancli1\l Vo"Cre approximately $2,ooo.cm .nd ~,OOO.OOO darina 1991. SIO.Im.GOO ..
$13.000.000 durin,l992, SI0.ooo,000 and S12,ooo.ooo dun., the Iix JDODth.t ended JIIM 30.1992, ....
$8.100,000 Ind $13,000.000 cUift, the lis months eoded June 3D, 1993. reapectWdy. Tbe avcrqc
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intcrcst rate and highest interest ratc wen: 9.5% and 10.0% during 1991, 1.49; and 8.51, duriq 1992­
7.69{, and 8.5% durina the six months ended June 30, 1992, and 6.3% and 8.~ duri~ the six lD01l1U
ended June 30, 1993, respectively.

Under rhc: previous secured rcvolvin& credit facility, IvtJlge borrowing$ and the hiabelt borrow·
ings outstanding were SSOO,<XXJ aoo S2.soo,000 during 1991. Tht average interest rate and highest
incerest rate during 1991 were 9.1~ and 9.6,..

In conjunction with the rcfinancins discussed above, CRI also entered into a wurant aareement
with tlIe bank. The warrants were valued at $11,607,000 in accordance witb an irukpeadcot apprailal
and were recorded as wurants outstanding with a coucspondinc rcdUClion to tbe face amount of the
commercial bank financiag. The warmt value is being 11Ilorti= as debe discount expense aver Ibe
term of the debt. Amortization of debt discount expense was $610, $2.096. $916 and Sl,035 b the
years eeded December 31, 1991 and 1992 and the six momhs ended June 30. 1992 IDd 1993.

This agreement provided the bank an option to coavert the warrants to 1S~ 01 the issued and
outstanding shIres of oommoa stock of WPGH at tbe occurrence of certain triaering events, or at tbe
exptrltion date of AUJllSt 30.2001. On Jane IS. 1993. the Company purchued 13.33lJ' of the warrants
outstanding for S85Q,OOO. The difference becween tbe carrying value or the warranu and the purcblle
price, nct of related cxpcnIC5 0{ S500,ooo. was recorded as In eJrtraordinuy piD. The wamnt. are
pUtlablc (or casb based 011 predefined formulas.

ne warrants arc puttable for cash based on predefined formulu after certain trigerm, eYalts.
Tnuering events for put rigla of the warrants are defined as tbe earlier of ScplClllber 30. 1993. the
date upon which the outstanding debt beC()mes due or is r••need, a meJlCr or consotidation of CRt
or WPGH. a ole,.cue or otber disposirioa of all or s\JbslantiaUy aD of the Issets of CRI or WPGH or
their subsidiaries, any change in control or if it~s legally blIrdensomc to ~d such WarnJIIL
T'ae war~nts can be caDed after Marcil 31, 1994.

The warrant agreement includes certain reS1ric:tlons which prohibit WPGH from iSSllina any pre­
ferred stock or stock riahts. Funher. amona other restrictive covenmcs, WPGH may noc repurchase.
redeem or otherwise ac:qUiR any shares of common stock of any class. other than from present ,bare­
holders. CRI may not incur, It any time, lRy indebrcdncss which in rbc IJll'Cllte is in eX&:CIS of
$125,000,000. WPGH Ind its subsidiaries are restricted from inOllrrinl. It any time, lIlY indcbtedaesa
which, Ul the eggrepte. is in excc.ss of SSS,soo.OOO. 1h warrut holders 1110 have the nlbt to partic.
ipate in any Silks of WPOH"s saock on I pr~ra'a basis Ind share in the procecdl of certain uset or
stock sales subsequent 10 the redemplion of the warrantS.

In September 1993, tbe Company purchased tbe remaiaift& warranu oUUlandina for $9.000,000.
The carrying vaNe of these Wlrrants I' of June 30. 1993. was 510,059,000.

F-U
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Notes payable and commercial bank financing consisted of tile followin,lS of December 31, 1991
and 1992, and JUDe 30, 1993 [In tlaousands):

10:J

s,soo

13,111

415

3.904
S9,1IJ7
(7,865)

81.402
(10.862)

S70J40

$66,331

13,000

13.117

4,231

102.129
(8.900_

93.229
(lO.783)

S 82.446

S 5,433
11.415
13.631
13,750
33,132

2S3
10,992

SI9.266

S 11,333

1,000

13,309

5.759
104.934
nO.996)
93,931

(12,161)
S 81.in

S80.ooo

F·J2

Less - Unamortized debt discount ,. "., ,

Current portion , ..•...•..••..• , •••..•. " ... , •....

Notes payable, as of June 30. 1993. mature 15 foDows (in thousands):

1993 .
1994 •.•.•._ .
1995 ....••.•..•...• , •.•..•.• , ••.•••••. , .•.
1996 ....•..... , ...• , .-, ...• , ., ••..•••...•••
1997 ....• ".•.•• , ..•••••..•...•..• , •.•...•.
1998 ., •.•.•••• ,., .••• ,.,,, •• ,, •••• , •.••• ,,.
1999 and there.fter , ..•.... , .•.. , ..... , ...•.

Secured debt facility payable to a commercial bank, aer·
cst rangiol amoaB vuious base rales plus certain per-
centages above the base rate " .

Secured revolvinc credit facility payable to I oommem.l
bank. interest ranliul amons various base rates plus cer-
tain percenll&cs above the base rate ".

Subordinated instdment notes payable Co fonner majority
owners, interest at 8.15~, prin~1 paymenls in varying
amounts due annualty beginniDa October 1991 with I hal-
leon payment due at maturity ....•... " ..

Notes payable to former officer as described in Note II,
interest at 16% ." " "' , , , " ..

Mortgages paYible to various financial institutions, interest
nmging from 12~ 10 1545 _..

Unsecured installment notes to former minority stockhold­
ers of CRI and WBFF, interest raqing from i~ to 18~.

Substantially .11 of the CompiDa' assets bnoe beea pledged .. sec:wiI1 for ada payIbIe lAd
CCII\mercial bulk financi... In Iddition. tbe stockholdcn have PIed&ed dIdr IIOCk iD SBG eo tk
CCII\mercial bat and haw delwrecl acN'tCIgcs and security af;RCIDCata. • wei u the S6.ooo.mo
note receivcd from the sale of WP1T u described in Note 8 (held by fo.ana SBO majDrtty ItOCthold­
crs ctrce:tiYe March 1, 1993), IS additioaal coIlltUll. Fw1IIer. eualliJlaham ConDunicalioDl. Inc.
(Oanningham). Keyser bwestmenl. Inc. (Kef). and OersteD DewJopmCDI limited Parmcralrip
(Gerstell), all busiDeues tbal Ire owned ad controlled by the seockholden, were requited to IUll'ln­
tee obligations 10 the comaacrciaJ but. Cunainghala, KCl. lnd Gcrucllre 1IadIordI of the eamp.y',
operating subsidiariCL The guarantees of CunJriDcham. KCJ. and Gcnaen are secured by pIedacs aI
subs1aatially all o( the ISseIS of each corporation.

The unsecured 'm.allment aotes plYable to former minority ItOCkholclcl'I are payable in lCmin­
_I payment5 of $102,000 throagb 1997. Should SBO eurase the rfabI to prepay the 1lOtCI, I JX'CPIIY"
ment penalty not to exceed S940.(o) also becomes due 10 the notddden.
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1.365
1.673

~
SSJS3

$2.173

$ 819
1.116
1,328
1,366

693
431

1,227

7.640

2,11:1

SS.3S3

S 6,153

"'944,903
820
211
39

2O.DI
(1],s21)

S 9.199

DtctdlIr )1,

LcsS-CUITCIIl portion ••••.••..••••.•.••••••

Lonl-term portion of praaram contraCu payable

]993 .••.••.•••.••..••.•.......•...•.•••...
1994 .
1995 .•.•••••••.•••.••.•....•.•••..•.••••••
1996 ••..•••.••.•••.•..•......••••...•••.••
1'997 .
1998 and tbcreafIer ..•.••......••....••••.••

1993 ............•................•......•.
1994 .....••.....•.•...•......•...•.•.•..••
1995 ••.••.•.•..•••.•..•......••..••.••••.••
1996 •...•.•........•.................••..•.
1991 ..........................•........••.
1998 ••.•.•.••..•.................••.•.•...•
1999 and thereafter .
Total miDimum paymenrs d~e ..•......•.•....

uss- ArnOUDt representing mtttest ...•..••..

Prescnt value of future capital lease paymentr. .

Capital leases on equipment, iotucst lates
averaging 11 "K, .

Capitallcases for broadcasting towel facil·
ities. inlerest rates averaging 1~ .....

Captll lease for building, interest at 17.5'"

C..api.a' lease. for autOS, interest at 11" ..

Included in the 1993 amounlS are payments due ill arrears of SI,146J1OO. III addition, the Campi­
nies nave entered iato noncancelable commitments for "'.re pfOII'IIIlIi'"aaaPtin. $4,2A1.ooo IS
of June 30. 1993. As is consistc:m tridJ prior years. Proar-- CQftIrICtI payable ad -'c IssetS related 10
these co••ilmCntl have aDI been fc.c:opUzed in the ICUllllpall)'iq CIQII.tOidead fiancial statements
as all of the conditions specified iD the related li<::cDse apccmeats have not bees met.

5. PROGRAM CONTRAC1'S PAYABLI:

Future paymenrs required under program contracts payable as of June 30, 1993. Ire u foUoM (in
thousands):

The breakdown of capital lease obliptions by type of lease as ofDecetnbcr 31, 1991 and 1992, and
June 3D, ]993, is 85 follows (in Ihouunds):

4. CAPITAL LEASES PAYABLE:

The Companies lease various station equipment and WBFF's building ad brOidcastins tOWCZ'
facilitte5 under noncancelable capital leases. The building and broadcastillg tower facil~ies are leased
from I rel~ puty as des.cnbed in Note 8. As of June 30. 1993, future paymcolS due weier these
leases are t.s follows (in tnousands}:
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6. LOANS TO OFFICERS AND AFFIUATES:

On ScJ*mbcl JO., 1990. SBG sold Channel 6J. Inc. (Wlm) '0 certain SBG stockholders. The
proceeds of tnis Site of Sl,500.())) oonsisr.ed of a note which wu amended and resta~ Oft Jur.e 30,
1992. The remaining princlp&1 balance at that date was approximately 11.459.000 and is paylblc in
equal princ:pal end interest installments of S16.000 until September 2000, on which date a balloon
payment of approximately $431.000 is due. The note earn:i 6.88% annual interest.

Also during the t~ months eoded December 31, 1990. the years ended Dcc:ember 31.1991 ud
1992. and the six moatbs ended June 30. 1992 and 1993, (he Companies JoIned the SSG stoc:kboIdcn
an additional $70.000, $400,000, S809,ooo, S699,«XX> and S12.2,ooo, respec'ivdy. The 1992 and 1993
advaaoes inclw1edSl63,OOO and $71,000 of accrued interest. 'The loans IR payable to Soo on demand
and earn intClest 81 raleS rangin, from prime plus 1" to 7,""

During 1990. WBFF sold certain station equipment to an affiJiale for S512.000. The ule is ~
<:(Iunted for on an UutiUJnent basIs since the affiliate is in the stlrt-ap phase. 'The note is to be paid
over five yeari ar.d carns annual interest at 11%.

7. INCOME TAXES:

SBG. including its oonsolidated subsidiaries, files consolidated federal iacomc tax returns and
separate cOl1lp8ny state lax returns.

In February 1992. tlac Financirsl Accountins Standuds Board issued Stalcment of Finuc:i&l AI.>
coullting SlaadaMs No. 109, "Accounting for Income Tuc,". The Coapany retrOlCtiYety adopted
the new accountini and disclosure rules effective January 1, 1990, raul'ina in an increase in nee
income of $390.000 and S29um in the years ended December 31. 1991 and 1992" respectively, rro.
wllat wouki have been reported under .he previou$ method.

The ProYlgoa {benefit) for income taxes consists of the followinl (m thausaads):

lbftMeMu
.-...w

DecuIIIIr 31.
1M

CulT'CDt

Federal . ,. ............................................. S300 $ (392) $ (851) $(884) S(I80)
State ..... _•.... , ..•• , ..... , ... , .. ~ (42) -....m --!Q! ~

368 (434) (58J) ..!m> JQID
Deferred

Federal .................................................. (64) (981) (513) (49) (0)
State ....................................................... -ll!) (lSI) (33) -lrn (lSO)

~ (l,to!§) (606) ~ ~
S288 '(]~ f(JJB9) S<l3z) om



1.0(;

S 328
(210)
(20)

(2.193)
60
IS

10
I,IQ)

~

49
17
44

3M

S('OS)
(117)
(18)

100
34
89

731

S{BS3)
(220)
(31)

(d»

66
34

(2m)
(315)

S (6401)
169

14

47

21
(27)

$(163)
66

(24)
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Progrlm contract amortization and nct re--
aJizablc val~e adjU$tmentl ..•........•

Depreciation and amortization .•.•. _•.•••
Bad debt resel""es •.•....•....•••....•••
Tax credit carryforwards lenented ....••
Loss carryforward for tax purposes ••••••
Capital leue accountina .•....•...••.•••
Deferred pin recopition •....•....•••••
Deferred commission rccopition •. _..•••
Other ..... _...•.•••..•.•••..•.•.•..•••
Increase in valuation reserve ..•.•.......

DLJrir.g the six months ended June 30. 1993, the Company generated taxable losua of approxi.
mately $7,300.000. resulting in a deferred tax asset o! $2,793,000. The tOl11 deferred ax Inet IS of
June 30. 1993 of S2,4oo,ooo reqUired an additional valuation alowance of Sl,800,OOO-the unount by
which the net deferred tax asset exceeded the deferred tu liability.

Temporary differences between the financial reporting carryina amounts Ind the tax basis d
assets and liabilities giYe rise to deferred !aXes. The principal sowces of tcmporaty differences and
their effects on the provision (benefit) for deferred iDCOmC taxes are IS c.:.ows (in thousands):

11nIM...
Eacktl
~Jl•

.".

The following is a reconciliation of the statutory federal income tues to tbe recorded provisioa
(benefit) rut thousands):

nne Moathl
E.cW YelftfMW SbMoMlal~

[lfceIder 31, DIlmall« 31. J.....
.". 1991 IJ9Z ~ 1'"

(....~
Statutory federal income taxes ...•.•.•.. S2S2 $(2,122) $(2,203) S(15S1) $(2,151)
Adj\lstmen ts-

State income tAXes, net of federal effect . 34 (119) 18) 63 (254)
Goodwill amortization ............•... 95 430 484 243 23S
Nontaxable gain on life insurance pro-

ceeds ...•............. ,. _.....•... (137)
Portion of tax loss carryforward gener-

ated recorded as " valuation allowance 1.800
Other ............................... " ..................... ...ill) -ill --l.'m ~ (166)
ProvIsion (benefit) for income taxes ... 5288 $O,sSO) $(1.189) S (&37) $(@»



SI,~1

960
315
~
$2,844

S 450
2,193

208
282

1,325
186
~
$2.844

Deaabet'31,
1"1 lJtJ

S $ 450

152 189
415 326

1,187 2,041
646 394
~ (600)

SI,8OO $;800

SI..ss7 $1,493
1.380 1,138

ISS 2S4

---M 66S
S3,1S6 S3,SSO

Deferred Tax Uabilities:
FCC license ...••..........•.................•...•......
Property and equipment ................•....•......•.•..
Capital lease aceoun1ina .
Other ...................................•..•...••.••...

Defened Tax Assets:
Tax credit carryfolWards .
Loss carryforward for tax~es .................•....
Accounts receivable , .
Deferred commission' ~ '" , .
PT()f;l1Im contracts ...................•..................
Other " .
Valuatior. allowance .......................•.............

8. RELAttD PARTY 1ltANSACJ1ONS:

Certain of the Companies have entered into sale·leucbeck uanaactions in which they IlOld certain
facilities to Cunninpm Connunications, Inc. (OInningham). a corporation oWDed by various SSO
stockholders, and then leased tlIe facilities under nonc:ancelable capital leases which upire in 19971Dd
1998. nese Issets collateralize certain Cunningham notes payable. Agrcp1e rental payments related
to Ebese capital lease, dUMa 1ftc three months ended Ducmber 31,1990. the )lealS ended December
3].1991 and 1992, and the lOt: JnODths eDeled June 30, 1992 and 1993. wae SI6&.ooo. $285,000. S3~,OOO.
SI73.000 and $]82.000, respectively.

In AUiust 1991, WBFF entered into a ten year capitallea&e at approxi1Dllcly S3OO.000 per year for
a new administrative and studio facility with Keyser Investment GroDp. IDe. (Keyser). I corporatioft
owned by the SSG stoc:khoIden.

Effective Au,ust 30, 1991, SBG IOId subsiantiaUy aU of tile usets of CRI wtaidl were primarily
rcprtscntcd by the PinsbulJb television station, WPli. The mljmity of the IaIea price WAJ 6naDCed
throuSh a term note of 56.000.(0) and. S1,OOO,OOO 5\lbordinated COIIVert1ble dcbcnc.rc to CRL The
debenture is CODYerti* for up 10 80'(, of the aonYOtin, capital 5tock of WPlT, IUbject to FCC
approval. The term note is II:CURd by III of the assets and outstandina Itoc:t of 1M newly incorpon.ted
station. The aUIl of SS,233,OOO, net of the inYestmeat in WPTr II the uk date, ..,. deferred until the
realizability of the related notes was determined to be probable. RelaJed to lhe sale of WPTI', CRII1u
entered into lcue apcanenlS whereby the new owau of WPlT rCAli .. of the tower ud tke
station buildq ownecl by CRi.

In March 1993. CRI usiped tbe riabts to the $6,000.000 tenia Dote receival from the _ of
WPTT, plus accrued interest, to the former majority stockbalders of S8G ill cxdaaJwt lor 150.000 in
clsh and a note for 56.559.000. 1be Dew DOte bars interesa It 7.21~ud requiIa iDCeresI oaIy pa,­
ments thf'OUlh ScpfaIlber 2001. Monthly principal plymCDts ~ Sl09,ooo plus iaterUt 1ft payable
belinning November 2(»1 UDlil September 2006. at which time lhe rcmaiaiDa priacipaJ balance plus
accrued interest, if any. is due. The deferrecl 'lin of $4,486.000 relate4 10 tK 16,000..000 note was
recognized in 1992 I' lbe realiubility from the former s«oc:kllolden (to whom SBO owed $13,117,000
u of December 31. 1992) was determined to be probable. 11lillnOUDl was rec:opized .. addilianal
paid·in capital due to the related party nature of the tranll:&Ction. 109
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Total deferred tax assets and deferred tax liabilities as of Deamber 31. 1991 and 1992, and June
30, 1993. and the sources of the difference between fir.ancia l KCOuntins and tax bases of tbe Company's
assets and liabilities which sive rise to the de!err'~d tax assets and dcfened tax liabilities and the tax
effects of each are as foUow$ (in thousands):



10. CONTINGENCIES AND C1II1ER COMMrIMDlTS:

Lawsuits and daims arc filed agaiut tile Companies from time to dme in the ordinary course 01
business. These actions Ire in various prcliminaay stlees. aod DO judplents or decisions~ been
rendered by heuinl bonds or courts. Management. afler reviewina developments to date willa Iepl
counsel, is of IbI opinion thai the outcome of such matlCfl WIll not have a lIl.tcrial.dYclse eff", on
the Companics' finuci.1 position or rcsults of operations.

,. EMPLOYEE BENEFIT PlAN:

The S~I'lr Broadcast Group, Inc. 401(k) profit Ihllrins pia and trust (the sao Plan) CO"en

elilible employees of each of the Companies. Contribudoas tRldc 10 the SBO Plan include an em·
ployee elected salary reduction amount, company matchil1l eontriJuliou and a cilcretionary amount
determined clc1l yeu by the Board of Directors, 1'be CoqJIDy'S 401(k) expense for tbe th~ maDtM
ended December 31. 1990. the years ended December 31, 1991 .M11992, and for the six InOIIlbs eDded
June 30. 1992 and 19t3~ wen $11,000. $79.COO. $109,000, SSS.OOO aDd $69,000, rcspee1ivdy. T1Iere
were 1Il0 discretlonuy (X)lurib.cions durina these periods.

During 1992, the $1,000,000 subordinated con~rtible debeature received Crena thc salc of WP1T
was assigned to SBG's cunnt stockholders in exchnge (or $]OO~OOO in cash and a $900,000 note
which bears interest at 1.~. As the remaining note is due from current stockholders, the portion of
the gain related to tbe original Sl,OOO,OCJO debenture is being recognized as a capilal contMutioa U

cash is received. For the year ended December 3], 1992, and the six months ended June 30, 1993~

Soo.ooo and S25,OOO. rcspectively, were rtcognized as additional paid-in e-pitaL

Related to the WPTT transaction, on August 30. 1991. au purchased ~tantiaUy all of the
assets of Ilnot~er Pittsburgh tdevision station, WPGH. The results of opcniJons d WPIT throup
August 30, 1991 and the results of operations of WPGH from August 30~ 1991 through. DccembeT 31,
1992 art inducled in the accompaDying consolidated financial statements. au paid 155,000.000 for
WPGH whkh included approximately Sll,6S6,()J) for property and prop'lIIlIUing costs and S9.993~OOO

of acquired intangible broadcasting assets. A deferred lax liability aud corresponding .dditional pel.
will of $1,950,0:>0 was also rtcorded due to dlffertnces betwec:n tbe boot and tax basil of tbc ac:qairecl
assets. The remainder WIll ,11()(;ated to other intangible assets based upon In independent appflisll
and is beint amonized oYer periods r&ll&ing from 3 to 25 }urs.

Jr. January 1992, WPGH entered into a management agreement with Keyser Communications.
Inc. (Keyser), an affiliated company OWRee by the stockholders of the Company. whereby WPOH
places on ","'PIT certain of WPGH's excess programming oa behalf of Keyser. Propwn OODtrae:tl
deemed to have no value to WPGH were utilized under tltis arranaemcnt during 1992 and 1993.~
ortizcd LOst and net book value as of tbe beginning of the yeal for these contracts were approximately
$1,460.000 and Sl,200.000 in 1992 and $695,000 and W,OOO fOI the IIIix months ended June 30, 1993.
respectively. In collsldcration for tbis prognmminl. WPGH earDS a 1~ conunission on aU net rcw­
nues generated for this and other progranmung plus the p:omO(ional ug of any .nsold invealOlY on
WP1T. Any out-of·pocket expenses arc reimbursed by Keyser. althou&h WPOH does pay for cam­
missions earned on the sales. Commissions and reirebursements. net of commissions. of approxi­
mately S1l2.000 in 1992 and $54.000 during the six months ellded 1une 30. 1993, and promotiooal
commercial inventory valued at approximately $40,000 in 1992 lad $17~OOO eta'iallhe six months
ended June 30. )993~ were received under this arrangement.

110F-17
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l2.. un INSUltANCI: PROCEEDS:

In May 1993. the Canpaay received life i1lSurance proceeds in excess ollhe canyiulvalue of 1ba
related policies of approximately $844.000. This nontaxable laiD Us been lecorded IS other iDcocne.

$118
117
21

1993
1994
1995
1996

11. TRANSACI'IONS WITH roRMEll OmCERS:

In December ]986, the Companies entered into certain not-l<>-C()mpete agreements with a former
officer in the aggrepte amount of $34~,OOO per year. This agreement ended May 1993.

On January I, 1988, the Companies issued a note payabk to another former officer iD the amount
of $4.000,000 in consideration of a stock redempcion. This note payable matured aad was replid in
February 1992, along with interest due in IlTtars for this note.

Also during 1990, the \.orDfI8nies paid $5,919.000 to this former officer in exmsideration Of I stock
redemption and extensions of the eJristing OOC·10-(l()lIlpete aad cons-tine aarccrnents tbroulh 1993. M
this transaction was • final redemption related to a step acquisition whjch bepD in 1986, this Rdcmp­
tion was alw accounted for under the purcbase method of accountiftl- M such. tbe apeement fClutted
in additional recorded laplired intlngi>le broadcastinl assets of Sl,242.000 aDd ot.er assets m
$4,800,000 in the Compaaics' 1990 financial stl~nts.

On January I. 1988, the fonner otficcr also loaned the CoIIlpaniei 1363,000. throup a teJ'lll J'fOI&'
issory note. This note also matured February 1992. Interesc oa these DOteIlCCI'Ued at 5.511, per aMWD

10 be paid annually. Additional interest of IO.S';' per annum, on the ullp&icS principal balance. wu paid
ilt maturity alone with the entire prindpaJ portion.

Additionally. tK Companies entered into various consult.. and not-to-compete 1&fCCIDCI1t1 witll
this fanner officer and a rellted CODsultina company. UDder these~. aMuaI c:onsakiJII fcca.
which were guaruuecd by CRI and WBFF, of S563.000 ud agrcpte noc-to-compdc payments kJIII.
ing 52,657,000 were plYaWc through 1991. Payments UDder t-.e apeementl were S2.15'7.OOO 1M
S2,512.000 durine 1991 and 1992, respectively, witb the final paymeDC made in Febnary 1992.

The expense under tbese ICreeIrleDtI is being recorded on a suaiaht-liDe basis over the life or tile
.,rcements and is rec::ordcd ia the Companies' consolidlted statemeat d operations wi'" the respec>
ti~ expen,e ctaSSificatioDl 10 whicb tKy relate. ExpeDICS rcconlcd in exceu of c.b paymCDCI Ire
recorded u accnaed liabilities. Expcftses recorded under these qreemcata were $2,515,000 in 1991
and 1992.

The Companies have entered into operating leases for certain automotive and office equipmeat, I
palcel of land and WITE's broadcasting tower facility under terms ranging from tbrec to ten yun.
The rent expense under these leases, as well as certain leases ander month-to-month anaagements, for
the three monthl CDded December 31, 1990, the years ended December :31,1991 aad 1992,and tile six
months uded June 30. 1992 and 1993, Igtegated approximately $258,000, $268,000. $239,000, $120,000
and $108,000, respectively. Future minimum payments under tbe leases are u follows (in thousands):
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11.2

BonI&US Dec/llI'rd

In September lQ93, th.e Compay declared speci~l bclnuses to be paid to executive officers totaJifll
$10,000,000. As the bonulCl were compensMion for various past semces. the total .moanl bas beea
recorded as compensation expense darina thc six months ended June 30. 1993 and hu been KCIlIed IS
of JUIle 30. 1993.

30,168
23,327
14.311
0,3(0)

$(7.959)

8.168
5,726
3,338

(800)
S(l,366)

(UNNUM)

S1.5,066 SS6,547Revcnue~ nct ......•........•••............
Operating expenses. net o~ depreciation and am·

ortization , , .
Depreciation and amortization .
Other expenses, net ............•.......•....
Benefit for income taxes .
Net loss. . . . . . . . . . . . . . . . . . . . . . . .. . .

Ac~isilio"s

Subsequent to June 30. 1993, the Company entered into an agreement with ABRY Communica­
tions, Inc. (ABRY) to purchase two of their statlons for an ~pte purcbue plice of approximately
S60 million, plus approximately S56 milion ~r covenants nQt·to-compete in these and the Company's
current markets. These two stations. both of which Ire Fox affiliates, Ire WCOV in Milwaukee.
Wiscon£in, and wrro in Blnningham, Alabama.

The Company has also entered into J@Teeme:Dts to purchase De prOJJ8lll coMrac:ts and certain
olher assets of television station WNW in Baltimore, Marytand, and WV1V ia Milwaukee, Wiscon­
sin. These agreement' ue for an aggrepte purchase price of approximately S6S miJioD. The Company
will not be acquiring the FCC license and certain other related assets of either station.

A slandby letter of credit hoBs been issued in the amount or $6,250.000 Ind placed with In escrow
agent to hold for the ABRY acquisitions. Restrictions agaiDst the CompIny', revoMnalinc of credit in
that amount arc in place as long as the lettCf of credit remains opca. 'The cxeaaliDa mthe letter 01
credit is Iimitcd to specific breaches of the agreements.

1.. SUBSEQUENT EVENTS:

13. ACQUlSmON OF WPGH:

The uuudited pro forma summaI)' consolidated results of operations for the tnree months ended
December 3], 1990. and the year ended December 31, 1991, assumins the acquisition of WPGH and
the sale of WPli had ()(X\Ifrcd on October 1, 1~, is as follows (in thollsands):

!!!! !!!!



To 1he Pamen rl IBM Pm.... L.P.

In our opiaioa. the wxnnpenJiq fiMncial .......u.d in die hides GIl .. FOol

plMCnl lairly, ia .u IIIderiIl ftlIPlC'" me fiDacial poIitiCll 01 BB1I Partaen. LP...

Decewbel' 31. 1992 and 1991, ad tile IaU1II 01 ill aperatiam ad iaa eMIl Ibn _

each or the two JClU'a ia the periad eacIed DeceIDber 81, 1992.1a -'naity with

generally~ .ecoounl1Dc principle&. Theee 6Dancill. :tmezs4c are the

reapoosibilit1 of the Pannenhip·.~ our~ ia 10 Cs:preII ..

opinion on tbeee &u.nciaIatatementa baed Oft oar.uditL We oaadueted our ....

of~ •....,.... in~ lriah pneral1J~ auditiltl .-.darda whicb

require that we pIm ad pabm the audit to obIBia~ ....-.nee about

whechcr the finuciII UPr.aaenti are free c1..n.1 mi....k:IIeIlL An..uc ioc1udel

cuminiftl, OIl • ae.t hulA. eYideace euppartiJ1a the IIDDUIlti ard ctilCbura in die

financial IlaICmettIl, ....... the .mGwlifttg princjpla UIed ad _ipirlNGl eetiJMIa

... by m•.,..,.....,n. aDd h8laMrins the ownU Suacia' ...............tiaD. We

belie.e thai c.r audita P'O'ide a n:uaaable buia b tt.e opWoo espewod abaft.

~~r~

Boaton, M_.eIraIeaP
March 22, 1993
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The acx:ompanyinl notes are an integral pin of tkese fiaancial statcmeftll.

CIa 11m *l
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s S IJOO
431 454

1,366 1,693
1,466 311

672 S89
4,464 3,992
8,399 8,599
2.011 2,241

59,201 56,531

(5,975) (10,08S)
$63.636 S57,292

S 386 $ 2,925

5,540 5,276
151

8,741 6.641
66 109

14,814 14,951
16,835 14,136
9,955 6,631

18,S6S 18,085
3,391 2,889

$63.636 $57.292

Liabilities ...Pu1~CaptUi

Curren' liabiities:
Current portion Iaag·term debt .••......••.••...
Accounts p~.ble .................•...........
Accrued expenses ......•...•.•.............•..
Interest payable ••.........••.•.......••.......
DlJC 10 related panies .......•......•.•.........
Broadcast rights payable .•....•................

Total current liabilities .•••.••....••.....••.
BrOlldcast rillus~ ..
Long·tenn deb1 .••••.••.•••.•..•••.••.• _•.••.•••
Commitmeats and~cics (Note 8) .•..•...••
Panners' capiul ..••.....•.•...... _, •..•.•....•.•

IBM farmers, LP.

Bllaace Sheet
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AWlS

Curnnt assetS:
Cask and cash equiveJents ..................••.
Accounts receivablc. Jess IUowance for doubtfLll

accounts of SIS) in 1991 end S206 in 1992 .
Due fronl related parties ..•...•.. _..........•..
BroadclSt rilhts, net ....•.....................
Prepaid cxpenses .....•.............••.........

Total current assets .
Prop:rty and equipmcnt, net ..
Broadcast rights. net .
Goodwill. net ................•..................
Other intangible ISlets, net .....•......••.........
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The accompanying notes Irc an integral part of these fiDancjal statemCAb.

3,192
10,817
4.670
8,043
3.303

30,025
496
11

(4,621)

$(4,110)

$30,521

Yar"" Dert:libfr 31,
IMI !!!!

(h al)lH is)

3,221
14,366
4,200
1,590
4,714

34.151
(5,006)

16
(6.096)

S!l1.~

BBM Parturs, 1-P.

S~u.uDtof~ti~

11~

Income (loss) from operations .
Interest inaJme .
Interest expeBSC •.•...•..•.•.••••.•.•.••..•..••..•.•••

Net loss .

Revenuei - net of agency and national representativ'e com-
missions .

Costs and expenses:
Programmins. produetioD and engineering .
Amoctiution of broadcast rights ... , .........•.........
Sales, promotion and markding ..•.....................
Generai and adminis1ntive .
Deprec;ation ud amortization .



1lle IC<X)mpanying notes are an integrlll pan of these financial 5Ulemcnts.

F·2J

tiC

S 5.111

{1l.086>
(~.97S)

(4.1!ID
t(10.08S)

(lO,660)

(S,91S)

(4,110)

glO,08S)

BBM Putaen, loP.

Statement or Chanaa 1ft PanDerS' Ca~U11
For tile Yean Ealled Decemba' 31, 1991 aa. 1992

<0-.1 u.iIIlI
PlI1IIa'I PI_
-- 0-......
S 4.68S $426Batlnee at December 31. 1990 ... " ..... , ..

Net loss for 1he year ended December 31.
]991 ...•..........•..........•......•.

Balance at December 31, 1991 ••......•.••.
Net loss for the yelr coded December 31,

1992 ..........•. ".........•.•.........
Balance at Oec:ember 31. 1992 .•.•......••.



The accompanyfna notu are an inteStil pat of tIlese inancial statements.

8BM Partnen, LP.

Sc:.tements of Cui Flows

Cash "0'1''1 (rom <J1IerldllC actlytlles:
Net 10$5 ..................•...••.....••.........•...•
Adjustments to reconcile net loss to net cuh (used for) pro­

vided by operating activities:
Depreciation and amortization .
Arnort\zaJion 0( ,oodwill ............•...............
AmonLZation or other inWlgible assets ......••.......
ATnOItlzation of broadcast rights. net of barter .
Loss (pin) on dispoSlI of property and equipment .
(Increase) decrease in accounts receivable ....•.......
(Increase) decrease in due from related parnes .
Decrease (increase) in prepaid expenses .
(Decrease) increase in accounts payable ....•.•......•
(Decrease) increase in accrued expenses .
Increase (decrease) in interest payable ..•..........•..
Increase (decrease) in due 10 related parties .•......•..
Decrease in broadcast rights payable, net of barter .....

Net cash (used for) provided by operating activities ..

Cas" BoWl r..... IBustla, Ildivities:
Addit ions to property and equipment ....••....•.•.....•
Proceeds from sale of property and equipment •..•••.••.•

Net cash used for investinl activities .......•••....•

Cuh flows from lilli_doc actlriUcs:
Proceeds from iuuance of tong-term debt ••.••.•••••...•
Re~ymcntof looa-tcrm debt ...••........•••..•.••...•

Net cash provided by (used for) financing activities ..•

Net (decrease) increase in cash and cash equivalcDU .•.•..•

Cash and cash equivalents at bcginninC of year ••.•••••...•

Cash and cash eq1livalenls at end of year .••.••..•••••••••

Supplemeatal sd1edu1e of hOllCUlt illVtstJnc ad flnud..
• (tirit~:
Fi!m oontracts acqailCd •...••••••.•••.•..••..•.••••..•

Film oontrKt liability additions ••..•.•.•..••..•..•••.•.
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1. SUMMARY OF SlGNmCAHT ACCOUNTING POUCIES (IN THOUSANDS)

The Pannership funded the assct purchase principaly lbrouP borrowiIIp described in Note 6.

11!;

S19,135
28.330

(23,855)
21.232

$44.842

Application to assets and (liabilities);
Property and equipment ..............•.....
Broadcast ",hts ..........................•
Broadcast rights payable .
GoodwiU and other int1n&ibJe assets .•.......

Agrcgate lICquisitiou cost;
Cash considerltioa _•
Direct acquisition COsts •••• _••••••••••••.•••

BroddCtlft RiB/tu
Broadcast rights are SCaled at the lower of unamort=cl COSl or esdJDIted net realizable Yllue.

Broadcast rights and the ~"ted Jiabl1itics lIe ncorded AI tile cootrad wlue when Ike IicenK period
begins and the riaht as availa" for use. Broadcast rights lie amonized usial the straicbt-1inD IDttbocl
over tbe number of s"owiGlS or license period. The net realizable value of bmede:ut riabll for which
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Revrn~~

Rcvenuc from the ...Ie of air time to adverta.eu is recogDizecl wbn the advcrtisenlent is broad­
cut.

Allocorioll of Partnunp Resrdls to pQrtnn'$' Capitol Aca1cuIu

The net loss of the Pannerahip is .uocatcd among Ilae capitll aecounu ollhe partners based on
their relative parmersbip _rests until thc limited panner's capital hIS been aba.-ted. lbeteafter.
Det 100ses Ire alocltcd lolely to tM peral parmers. Net i.ncOme • allocated in proportion to previ·
ously allocated net tosses in reverse chronoJOCic81 order. Thereafter. net incontc is allocated to part­
ners based on their rclatiw plltnenbip intercsts, as defined in llac Iareanet\t.

1. ORGANIZATION

BBM Partners, L.P. (the ""Partnership") is a joint venture of wrro·TV. Inc. and WCGV·1V,
Inc. (the "general partners") and Heller Fir,aDcial, IftC. (the "limited partner") (Note 3). On Decem­
ber 21, 1~90 the Partllcrship acquired the business and certain assets and ISSUmed certain liabilities of
fIR Broadcastmg CofJKXalion. Inc.• Channel 17 Associates. Ltd.• HR Broadcastinl of Birminpm.
Inc. and HR Broadcasting of Milwaukee. Inc. (the "Sdkrs"). The Putnership was organized under
tbe laws of t~c State of Delaware on December n. ]990. The Pannership is. u,levision broadcaster
serving the Milwaukee. Wisconsin area throup station WCGV on UHF Channel 24 aDd the Binning­
ham. Alabama area through station WITO on UHF Olanoe! 21. In additioD, tbe Partnership serves
the Tuscaloosa and Gadsen, Alabama mark.ets through rebroadcast and affiliation Ill'ccments witb
WDBB on UHF Channel 11 and WNAL on UHF Channel 44, respeetively.

The acquisition desaibed above hils been accounted for as a pwchase. Ac:andiJl&l)'. the aarepte
acquisition cost has been allocated among the acquired assets end liabilities. in conformity with Opin­
ion No. 16 of the Accounting Principles Board. iMne recognition to the fair vallie of the use..
acqUired. The aggreptc acquisition cost aDd allocation of such cost to tbe aSSC1l Kquired .-e ..
follows:



BBM Partnen, U.
Notes to FlDaDdal StatemeaU - (CMttUuIH)

the Putnership is contractually committed 15 reviewed annually and revisions 10 amortization rates or
write·downs to net realizable value may OCCltr. The current portion of broadcast rights represents
those fIghtS available (or broadcast wllich will be amorti:zt;d in die succeeding year.

Property and Equipment

Property and equipment arc recorded at cost and depreciated over the estimated asefullives of tile
assets on a straight line basis. Major renewals and bettennents are capitalized nd ordinary repairs and
maintenance are charged to ~nse in tbe period incurred.

Goodwill and Orhn lI11tmgible As,rets

Goodwill auregatin, $19,058 is amortized over 40 ytaTS usiq the straight-line method. At De­
cember 3l. 1991 ~nd 1992, accumulated amortization of @oodwiU agrepted S493 and $973. respec>
tively. Legal and accounting fees associated with the acquisition olloans, agreaatinc S3.084 and the
orpnizlltion of the Partnenhip, 18&tegatini SSSS. arc capitalized and amortized over the term of tbe
related debt and five years, respectively. Intangible assets, aggrepling $1,825, which arise pri~~lty

from broadcast rights &llccments, are lmortl~d over the rdated agreement terms. At December 31.
1991 and 1992, accumuilled alOOrtization of olher inlangible assets aarqated S2,097 and $2,605,
respectlYely.

B,mer Trunsacrions

Revenue from barter transactions is recognized when advertisealents ate broadcast and serviCC5
or merchandise received are clwJcd to expense when received or used. Revenues lrisin8 from barter
and tut.le 1Tansactions 'URllled $5,236 and $4,718 in 1991 and 1992, respcctiYdy.

Incom~ Tcues

The fiAMaal statements of tbe Partnership do not include any provilion for federal or state in­
come taxes. All Partnership income.~. tax credits and deducticJIs are aftoc:ated amonc the put­
JlCrs. Each partner is responsjble to report its distn"buted shire of Partnership relUlts in its feder,land
state inCOflle tax returns.

Ctlm tr.IJ4 ush EquiWlItmts

The Partnership considers aU hicbly liquid investment instruments purchllCd with .. orilinal
maturity of three months or Jess to be calb equivaJents. n.e Partotrlbip iavutI lis excess CIIh in
treasury bIlls ""ith banks. AccordinJly. the tnvesbl\ellts are subject to miamal credit and marbt riat.

ReclassificQtion.I

Certain recla.mcationa were made to the December 31, 1991 ftftuciallt.t-.entl to CCIIform 10
the current yar presentation. These reclassifications have DO cffec:l on !be Putncnbip's results 01
operation.

3. RELATED PARTY TlANSACI10NS (IN 11IOUSANDS)

ABRY Communications, L.P., parent of tbe FMrl1 partners. provide& cerrlliD administrative and
suppon SCMces to the PartJlership for whicb it is paid a IDallJlCment fce.~ fees .are..
iDg ssm were charged to operations in 1991 and 1992.. respectiwJy. In subsequent yean, these mu­
Igcment fees are limited to $SOO plus an Innual incruse not 10 exceed S~. Unpaid rnanqement fccI
and OIlier maounts payable to ABRY Communications, L.P. twill.. S672 mel SS89 IR iDdudecl in
amounlS due to related parties on the Iccompanyq balance sbccc It December '1, )991 and 1m
~Iy.

11~
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EaIIIutej...... n-.lMrSl,

~
!!!! ~

S 867 S 874
30 2,614 2,627
30 4,047 .c,O'71

7·8 .,450 4,'SO
5-7 6,309 6,327
3-7 894 1,0015

S 26 26
19,21)7 19)81
;372 4,645

$16.135 $14,736

DIll • !l,

!!!! !!!!
S2I.S66 521.229

9,810 14,9.57
18,696 13,172
1,'41 6,641

S 9,955 S 6,631

AgrepIe cost .
Less - accumulated amoniutioD •....

Leu - CUtrellt portion ......•......•

Land and improvements .
Buildings .
Transmission lOWers •..••..••..•••••..•••••.••••.•••.
Transmission equipment .
Studio equipment .............•...•.•••......••.•..•
Vehicles, office equipmenl and fumiture ..•. , ..••.••..•
Leasehold improvements ..•.........•......•.......•

Less - llccurnulated dq>reciation and arooniutioa ....•

5. BROADCAST RIGHTS ON nJOUSANDS)

The Pannership purdlues the riabt 10 broadcast proJrUII throuah fiDeI aenn JiceDIe IJI'CCIDCI*.
Broadc.ast rights consist of the foDowina:

4. PROPERTY AND EQUlPMDiT ON mOUSANDS)

Properly and equapment consists of the following:

During 1991, the PartDCrship entered into an operating lease agreernena with Kansas City lV 62
Limited Partnership, an emity which is relat~d thrOUgh common ownership, under which the Partner­
sbip is the lessor of certain studio equipment and office furniture. The lease expires June I, 1994 and
future rental income under the agreement approximates $045. Lease income of $18 and $28 was I'CCOI'"
nized as of December 31. 1991 and 1992, respectively.

Heller Financial, Jnc., tbe limited partner in the Partlcrship. is also the tK:Jlder of the senior tenD
loan and the revolving credit facility referred to in Note 6.
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$3,992
1,223

630
320
68

J)oo . ,3l,

~ !!!!
539,000 S39,(Q)

4,500 4.500
1.164

14,S37 14,537

59.201 58.1B7
yoo

$S9.201 SS6J37

1993 ...........•......•.....••••....•.
] 994 • .. . ...•..•.•..•.•••..••••.•.•.••
1995 ........•.............•....•.....•
1996 •.................••.....••.......
1997 .......••...........•.....••....•.
Thereafter .....•....................••

Less - CUrtUlt portion .

Senior term loan .
Senior suboldinaled telm loan .
Revolvine <:tedit facility ..••.....•......•...•
Subordinated noce .

The Partnership has IWO teon loaD agreements witb ftftanclaJ iastitutiolls. lneerest on tbe lenior
term loan (Note 3) is var~blc ~acd upon the Partnership's option of sdectinl the prime rate pbas I

computed marcin rate which "nICs from l.5O'if, to 1.~~. or the LoDdon IDtabtmt Offer Rare (UBOR)
plul a compa1ed margin rate which ra.. from 2.1S~ CO 3.~. Tbe priDcipII amo1llll ol1he bD is
payable in 24 quancrly UlstallJaents otvaryinc amounts commencin& Mareb 31. 1993 ud • ftnll.IWJ·
lIlenl ol S22.125 due DccenIbcr 31. 1998; The senior aubonlinated lerm loa bears illlerat. payable
monthly, at the bale rate. COft1pu1ed by taking the hicbcr mthe Federal Fund. nte plus 1" or prime,
plus a computed malJia nle which rIIIIU from 1.1S~ 1C 2.2S". 1"I1e prindpIJ UDQunt of _loaD is
payable in full on January 31. 1999.

The revolvin,aediI facility (the "revol\'u") (Hole 3) pnMdeI for borrowiftl1 up to 51.000 aid
bears ia~rest, payable ta01lthly. at prime pus a eomputed TU.Jlin rate nnpC from 1.5Oft ~ 1.15••
1'he Partnership is chMted • fee for the aver-ae daily unused ponioD 01 the rnaIvet c:ommitlDelll al a
nle of 1121N per Inma. pI)'Ibk moDthly. 'WhiJe the PartDenbip may retey aU or I pan_ of I_
revolver borrowinp at Illy dnle. any outllanding principal must be paid III faD OIl or before Decanber
31. 1998. AI. DccaDbe, 31. 1992. there were no boncwinp outstIndiaa uRdu the teYOMr.

The suboniiDaled DOte imUCSl on the oIJ1I1andinc principal II a. the ... t:llK per uaum.
Interest acc:rued tluau" December 31. 1991 wu paid OD April IS. 1992. Intll'Cll aCCNOd from Janaary
1. 1992 tkrousb June 30. 1992 wu paid on Aupst 15. 1992. InlefClt thereafter ICQDeI quartaly and it
due and payable 4S days after such quancrly date. The principal balaoce of tile acto is paylblc oa
January 31, 1999. N of December 31. 1991 and 1992 lawut payable Oft the IUborclnatcd DOte 01.
$1.466 and $371. respectively. has been recorded in the accom.-ft)'in, iDancialstatemeDb.

The timiDe of priDcipal payments may be aecduated should the PutnelGip achieve • c:erIIia
level of Cllb flews. u defined in the loaa qreemonL

Contractual obligatiom incurred it connection with the acquisition of broadcast riahts are ~233,
including $2,258 of barter obli&3tions. Future payments in connection with these contractUlI oblip­
tions are as follows at December 31, 1992:

,. DEBT UN THOUSANDSJ

Long-term debe consIsts of the following:
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The borrowinp are secured by subS1uIially aJJ of the Partnership's USClS aDd require the Part­
nership to comply with etruin specified financial ratios and provisions.

Aggregate annual principal payments of Iong·tenn debt are as follows at December 31, 1991:

1993 . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . $ 1,500
1994 .. . . . . . . • •. . . •. . . . . . . . . . . ••• . . . . . . 2,500
1995 ..........•............... " . . . • . . 3,000
1996 . . . . . . . •• . . . . • . . . .. •. . . . .. . . . .. . . . 3,000
1991 ... " •.• , .• _. . . • . .• . . . . . . . . . . . . •. . 3,SOO
Thereaftcr .....537

$~037

InlcreSl paid during the period ended Dccember 31,1991 and 1992 was S4.629 and S5.721. respec­
lively.

7. R£11REMENTSAVJNGS PLAS

ne Partnership hIS adoptcd a retirement S1vinss plao u:ndcr Section a101(k) eX the Intemal Reve­
nue Code. This plan covers substantially all emp1oye.cs of tbe PartnefShip and affiliated partncnhipl
who meet minimum age and service requirements ud allows participants to defer I ponioll of their
annual compensation on I pre-lax basis. Contributions from tbe Partnership are made Oil I moDChly
basis i:1 an amovnt equal to 20~ of the participating employee CUtuihutiODl, to the CXleDt I1lcb con­
tribulions do not exceed 4,. of the employees' eli8ible compensalion duriDl she month. Additional
Partncnhip t:'Onlributions to the plan may be made at the discretion eX the Board of Directors. No
additional Partnenhip contributions were authorized for the. years ended December 31. 1991 and 1992.

L COMMITME1\1'J'S AND CONTINGENCIES (IN THOUSANDS)

Employlltt1ltAgn~tr

The PartnelShip has employment lareemena cntitJinc certaitl key eruplo)us 10 Ipprecillion~
payable upon either I c:hange in COlltrol of the Pvtnenbip or the paymellt of eerWn partner cash
disuibutions. The emp1~ vest in mete ri&hU It the ute of 20fp per year from abe date the rilhtl
are grlnled, except that tbey vest fully if they are cmpIoy«s of the Pannership It lbe tiJIle the ri&htl
become payable. Amounts due 10 the employees in connection with thele ria'b IfC determined by I
form.la which cOrlliders Ippn:cialion in the value ol the Partnenbip. Baed upo1l manqement', esti­
mate of the appruiatiOIl in 1M value of the Pat1ncnhip. an accrullot compenutiDa related 10 tHle
rights af S240 ha been recardcd II December 31. 1992.
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{)pertl11n8 L6ttns

The Partnership leases a stlldio and other operating equipmenl under noocanceUabie opentina
leases expiring in 2001. Under tlte terms of the studio lease the Partnership bu the option to renew the
lease for an additional ten years. Charges to expenses {or sueh leases agrept«1 $228 aod S209 in 1991
and 1991. respectively. Future minimum least payments under these leases are as foUowl at Dec:ember
31, 1992:

BroadciU"f Licmse Agrftm~s

Broadcast rights 4cqui~4 under license agreements Ire recorded as an asset and a corresponding
liability at the inception of the license period. In addition to these broadcut ripts payable It Decem­
ber 31. 1992, the Putnenhip has $8.900 of commiCmeats 10 acquire broadcast riplS for which the
license period has not commnced and. accordingly, for which no liability bas beca recorded. Future
minimum payments ari.ina Crom such commitments outstanding It Dece:mber 31, 1992.. ofwbich S2.558
represents barter commitments. ale as fonows:

123

S 180
135
106
99
97

.--1!!
$1,405

$1,922
1,328
1,649
1;703
1.313

98S
$8,900
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1993 •••..••.••.••.•••.••.•••..•••••..•
1994 , .•.....••.•.......•.•....•.•••..•
1995 •........•...........•••.•••••••••
1996 ..•.....•............••..•...••..•
1997 •.•......•.•....•.•...••.•..•••.•.
Thereafter ..•.••....•............•....
ToaJ minimum lease payments ......•...

1993 .
1994 .....•.•...••••...••••....•..•.•.•
1995 ...........•......•..........•....
1996 .......•..........•............••.
1997 , ......•..
Thereafter .


